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As previously stated, the bill is consistent with the recommendations of the Joint Standing Committee on the 
Corruption and Crime Commission and with a letter co-signed by the Commissioner of Police and the 
Corruption and Crime Commissioner.  The police and the Corruption and Crime Commission are keen to fight 
organised crime together, and we are keen to assist them. 

I commend the bill to the house. 

Debate adjourned, on motion by Mr J.C. Kobelke (Leader of the House).   

WESTERN AUSTRALIAN RESOURCES HERITAGE FUND BILL 2007 
Second Reading 

Resumed from 4 April.  

MR R.F. JOHNSON (Hillarys) [4.09 pm]:  I will make a short contribution, because my colleague the member 
for Cottesloe has been momentarily detained.  The member for Darling Range introduced the Western Australian 
Resources Heritage Fund Bill 2007 and, as always, members on this side of the house are always very supportive 
of their colleagues when they put forward good propositions.  The Western Australian Resources Heritage Fund 
Bill 2007 is a very important bill.  What are we looking at here?  We are looking at funds for the future; it is a 
future fund. 
Mr A.J. Simpson:  Unlike the federal Labor Party�s attitude to broadband. 
Mr R.F. JOHNSON:  A very good interjection from my very good friend the member for Serpentine-
Jarrahdale.  It is very true because what we see happening federally now is that the Future Fund that was set up 
by the previous coalition government is going to be raided; the Labor Party is going to take all the lollies out of 
the lolly shop and there will be none left for the kids in the future.  What a serious and detrimental action that 
will be.  We do not want that to happen here in Western Australia. 
Mr P. Papalia interjected. 
Mr R.F. JOHNSON:  I will give the member for Peel a bit of advice.  If he is going to interject, he must speak 
up because I cannot hear him otherwise. 
Mr P. Papalia:  I beg your pardon.  Was that the policy that was taken to the people and endorsed resoundingly 
in the recent election? 
Mr R.F. JOHNSON:  Let me put it this way, my friend: the Future Fund was put in place for the benefit of all 
Australians into the future.  We are not arguing today about the setup of a future fund because there is always a 
benefit.  I wanted to make the point that there is now a federal Labor government.  Is it not lovely that we can 
now criticise a federal Labor government?  We know what the ramifications of that will be not only for members 
on this side of the house, but also for members on the other side of the house.  We will be calling on members 
opposite over the next 12 months in the lead-up to the November-December state election next year - 

Mr P. Papalia:  Is that right? 

Mr R.F. JOHNSON:  That is right.  It will be in late November-early December next year.  The people of 
Western Australia will want to know what members opposite are going to do with the future fund that has been 
proposed by the member for Darling Range.  They will want to know whether members opposite will get their 
sticky little hands on the lollies so that there will be none left for kids in the future.  I warn members opposite 
and I warn the children of the future: do not trust Labor members because they are untrustworthy and they 
always stick their hands in the cookie jar - always - because they have an eat now, pay later mentality, only they 
never do pay later!  They just stuff themselves silly with all the lollies until the cupboard is bare and someone 
else has to pick up the bill; someone has to replenish the lolly shop.  That is what members opposite will have to 
do because they will have nicked all the lollies.  God, members opposite have never had it so lucky!  They fell 
on their feet because of all the hard work that was done by the previous coalition government in Western 
Australia. 

Mr J.C. Kobelke:  How come you were in recession in your last year? 

Mr R.F. JOHNSON:  My friend, we had to go through the Asian recession - and we came through it.  We had 
to come through that terrible time during 1996 and 1997.  Everything was put in place and it was only about 12 
months after members opposite came to government that all of the work of the previous coalition government, 
and the previous Premier, Hon Richard Court, and the previous deputy leader - when he was the minister 
responsible - came to fruition.  They were doing a lot of the deals; they were putting in all the groundwork with 
China and Japan and other countries to ensure that this state became a very prosperous state.  That is what we are 
seeing - their hard work.  It is not the hard work of members opposite.  We have seen members opposite flip 
once or twice over to China to pick up the pieces that we left assembled.  We put the jigsaw together and all that 
members opposite have done is to wipe it over.  That is all they have done because the hard work was done by 
the previous coalition government. 
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Mr A.D. McRae interjected. 

Mr R.F. JOHNSON:  I hear noises from the vegie patch.  The vegetables are creaking; the leaves are breaking 
off the lettuces and the sprouts, and the runner beans are shrivelling up.  That is what is happening on the 
government benches at the moment.  Thank goodness for the foresight of the member for Darling Range in 
bringing into this house a bill that will guarantee that there will be funds in the future for our children and our 
children�s children.  The only thing I must say is that we must not let any Labor government squander it like it 
will do federally.  We must not let them get their dirty little sticky hands into the lolly shop because if they do, 
the lollies will all be gone.  I will now resume my seat and hand over to somebody who knows a lot about future 
funds.  He knows all about the sticky fingers of members opposite as well because he has seen them in operation 
the same as I have: dirty sticky little fingers getting all the sweets.  They take all the big ones and just leave the 
little broken ones for everybody else.  They will have the big ones so at the end of the day there are just a few 
crumbs in the lolly shop and nothing of any substance.  We are not going to let members opposite do that; we are 
going to try to put in place legislation that the member for Darling Range has had the foresight to bring into this 
house.  We will be the watch keepers of this.  We will watch it and we will watch members opposite.   

MR C.J. BARNETT (Cottesloe) [4.15 pm]:  I will make a few comments on this bill, which has been brought 
in by the member for Darling Range.  I compliment him because, as I and others may have said in recent times, 
one of the great problems of this Parliament is that we do not deal with important issues for the state.  There is 
very little long-term thinking and very little strategic thinking about what really matters.  This is an important 
issue.  The member for Darling Range has gone to the trouble of drafting a bill to create a future fund or 
endowment from our current prosperity for future generations.  Members may not agree with the detail of the 
bill, and I do not think he is presenting it that way.  However, he has raised the concept and drawn upon Alberta 
and other places in the world such as Norway - from my memory of his speech.  In deference to the member for 
Darling Range, this has been talked about before.  I think he acknowledged that former Deputy Premier Mal 
Bryce had made similar comments back in the 1980s that we needed to be doing something like this.   

It is the sort of proposal that starts to put away a modest amount of income from mining royalties and petroleum 
royalties.  However, a fund like that can quickly accumulate over time and be of substantial benefit to the state.  
It is interesting because we spend a lot of time patting ourselves on the back - this government is particularly 
good at patting itself on the back - about how wonderful these economic times are.  They are; they are very 
buoyant times.  China is a once in 50 years experience.  What we are seeing happen in Western Australia is very 
similar to what happened in the 1960s with the post-war reconstruction of Japan.  We have seen extraordinary 
demand and extraordinary rises in the price of minerals.  For example, the price of iron ore has risen 120 per cent 
in the past three years.  It is similar for other commodities. 

I always find it a little bit amusing when I talk to people in the mining industry and they say that their number 
one objective is climate change or the employment of Indigenous people or sustainability and so on.  At the end 
of the day, an industry like mining is not ultimately sustainable; it is a finite resource.  We need to think of the 
long-term implications.  The industry in this state has been remarkably adaptable in commercialising what are 
large but low-grade reserves, whether they be in gold or mineral sands or a range of other products.  We are 
fortunate because, due to the skill of the industry, we have built the world�s greatest mining industry in any one 
regional economy anywhere on the planet.  However, we have to be cautious of a few things.  It has been quite a 
few years since we have had a major gold discovery in Western Australia.  It has been quite a few years since we 
have had a major nickel discovery.  Indeed, although gold prices are very high in Western Australia, I do not 
know whether members are aware that gold production is actually falling.  Our gold industry is in a period of - I 
hope not permanent - gradual decline.  Similarly with the mineral sands industry, which has been a terrific 
industry because it is located in the southern part of the state and is very important to the south west and mid-
west economies.  Our mineral sands resources are becoming depleted.  Indeed, if the processing plants are to 
continue to operate, they will probably be based on imported mineral sands from elsewhere in Australia and 
maybe from elsewhere in the Indian Ocean rim region.   

They are tentative signs that our fabulous natural resource endowment is in fact limited; it is not sustainable 
forever.  As good as these times are, and as rapidly as they have come upon us, I assure members that they could 
disappear.  This morning I spent a bit of time at an iron ore conference.  There is great interest in iron ore in 
Western Australia, brought on by the Rio Tinto-BHP takeover and merger talks.  There is great interest in the 
prospective development of the mid-west iron ore resources.  However, I wonder how many people in Western 
Australia understand that in Africa there are large and far better quality iron ore resources yet to be developed - 
far better than those in the Pilbara, and very large resources.  Indeed, as a greater level of political stability is 
established in Africa, which is happening, and in parts of Central Asia, Latin America and South America, as 
rich as our natural resource endowment is, we will increasingly find that there are plenty of other suppliers 
around the world.  Most of the things that we produce are not particularly rare; they are very common.  We do 
not produce uranium here, but it happens to be a very common element in the earth�s crust.  Therefore, people 
should not take our natural resource endowment for granted. 
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China is going through a period of expansion, and everyone talks about how it will go on forever.  There was 
similar discussion in the mid-1990s, and then along came the Asian financial crisis.  Suddenly, a number of 
prospective projects that I was dealing with simply evaporated.  There is a financial problem in the United 
States.  That could have great implications for China, given that most of China�s prosperity comes from export 
industries, particularly those exporting into North America.  If those US markets contract, there will be a 
contraction within China, and we could find that these halcyon days have some sharp cuts to them.  I do not 
believe that we are going to enter into any sort of recession; I am not suggesting that.  However, equally, I think 
it would be foolish to assume that the growth of China will be onwards and upwards forever.  There will be gaps.  
There will no doubt be even political instability in China from time to time, and there will be disruptions to its 
growth.  For all those reasons, I believe this is a commendable concept.  We will be failing future generations, in 
my view, if we do not take note of what the member for Darling Range is saying and if we do not act responsibly 
and conserve something from this current prosperity to provide for future generations. 

One of the great problems of Western Australians, to be honest, is that we do not get out enough - we really do 
not - as an economy.  We think that this is the way it has always been and always will be.  If we saw a slowdown 
in China or if we saw any sort of break in the growth of world trade, whether it was caused by political events, 
natural disaster or whatever else, it would have a severe impact on us.  We are very vulnerable to that.  We are 
very vulnerable in areas such as water supply.  Many people in this chamber talk about climate change, which I 
can see is a very major issue.  However, Western Australia is quite vulnerable.  I think anyone who assumes that 
this wonderful lifestyle will continue for generations to come needs to have a rethink.  Indeed, it is quite 
conceivable that over the next 30 or 40 years we could face a quite significant decline within Western Australia.  
We have a historic opportunity now to make good of these good times, to preserve some of the wealth that has 
been created and to provide something for future generations.  I very much hope that members take this bill 
seriously - if not the bill itself, the concept.  I think that this Parliament would be doing a great service to future 
generations if it were to set up a mechanism for preserving some of our current prosperity for future generations 
to be used in ways that this Parliament sees fit.  I congratulate the member for Darling Range, and I hope his 
proposal receives support in this Parliament. 

MR P.D. OMODEI (Warren-Blackwood - Leader of the Opposition) [4.23 pm]:  I join the member for 
Cottesloe in his support for the Western Australian Resources Heritage Fund Bill 2007, and I certainly 
congratulate the member for Darling Range for his foresight in bringing forward this bill.  I ask the Leader of the 
House: will we get a response from the Treasurer on this issue? 

Mr J.C. Kobelke:  Yes. 

Mr P.D. OMODEI:  He will be here; good. 

Mr J.C. Kobelke:  I am expecting him to be. 

Mr P.D. OMODEI:  We want to hear what the Labor Party has to say about the Western Australian Resources 
Heritage Fund Bill.  The reason is that the concept is not new.  It has been tried and proved before.  We believe it 
would certainly be applicable to Western Australia.  The member for Cottesloe fleetingly acknowledged the 
other systems that are in place in other parts of the world.  We know very well that the Canadian province of 
Alberta established the Alberta Heritage Savings Trust Fund in 1976, some 30 years ago.  Currently, there is 
about $A17 billion in that fund.  In the American state of Alaska, a constitutional amendment was moved at the 
same time, in 1976, and that led to the establishment of the Alaska Permanent Fund.  It is exactly the same as 
Kevin Rudd�s infrastructure fund; that is, 25 per cent of resource revenue is deposited in that fund.  There is 
currently $A46 billion in that fund.  Norway established its own fund, called the Government Petroleum Fund, in 
1990.  The fund, which is now known as the Government Pension Fund, has a value of $A347 billion.  I 
understand that Alberta�s fund returns a dividend to the taxpayers of that state.  Therefore, the concept is a very 
good one. 

We are going through a huge resources boom, and huge resources in other countries are now being developed.  
We enjoy an advantage to some extent because of the stable government in Australia, including Western 
Australia.  However, in other countries, such as some African countries, there are resources similar to those that 
exist in Australia, whether it be iron ore, uranium or precious metals.  They exist across the world.  The 
difficulty in some of those countries in starting up new projects is the sovereign risk.  However, I can tell the 
house that the resource sector in Western Australia is very concerned about the amount of red tape and green 
tape that has been applied to it.  Therefore, there is a risk to some extent to Western Australia, although the 
demand at the moment, mainly from China and Korea, is so great that we can foresee that there will be 
significant revenue streams into the state�s coffers for at least the next 10, 15 or 20 years, particularly in the iron 
ore stakes. 

I would like the government to consider this bill seriously.  I know that the argument that the Treasurer will play 
is that the government is currently investing in infrastructure.  In an overheated state economy, with human 
resources at a premium, it is open to the state to cut back on some of its infrastructure projects and keep them for 
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the days when the economy slips away a bit, so that those projects are ready to go.  The truth of the matter is that 
those projects are not being done anyway; they are being carried over from year to year.  That is why we see the 
forward estimates go from $15 billion of infrastructure projects to $18 billion to $21 billion.  A lot of the projects 
just are not being done, and they are carried over because of the demand for engineering manpower in the 
Western Australian economy.  I believe that this legislation is a good idea.  We can set aside money in a fund.  I 
think the public of Western Australia would have some sympathy or feeling for putting funds away for a rainy 
day.  It is a concept that most people in society would warm to, given that that is what they do when they want to 
save for a holiday or something special in the future.  Really, running the state is no different from running a 
household budget; that is, people must manage their money very carefully, manage their resources and plan for 
the long term.  I must say that I do not believe that is happening in this state, given the current government�s 
activities.  I certainly support very strongly the concept of the Western Australian Resources Heritage Fund.  The 
bill refers to using the fund for the future - it may be used for a variety of things - and setting up a board under 
the trust fund. 
I want to take the opportunity to refer to the new commonwealth government, and the commonwealth�s Future 
Fund, which I understand will be raided by the Labor Party to roll out broadband and a series of other projects.  
During the election campaign, the Prime Minister-elect, Kevin Rudd, came out with a policy for an infrastructure 
fund in Western Australia; not a future fund, but an infrastructure fund.  It is not a new concept.  In the time of 
the Brand coalition government, Sir Charles Court negotiated a royalty-sharing arrangement for major projects in 
the north west of Western Australia relating to gas and petroleum.  To this day, the state still enjoys that revenue 
stream.  We discussed this issue with the federal Liberal government that was in power until recently, and it was 
very supportive of a royalty-sharing arrangement.  Right up until the eleventh hour, we were applying pressure to 
the federal government.  It is hypothetical whether, if the federal Liberal government had been re-elected, a new 
agreement would have eventuated.  However, there is a lot of sense attached to having some kind of resource-
sharing arrangement, given that the state enjoys the royalties from the terrestrial part of any mining or resource 
activity, whereas the offshore royalties go directly to the commonwealth. 
In his statement about the infrastructure fund, Kevin Rudd said that 25 per cent of any future commonwealth 
petroleum resource rent tax would go to the state government.  The statement indicated that that would amount 
to $100 million a year from the Gorgon project.  Of course, the spin machine sprang into action, and everybody 
in the state was thinking that this was a great idea, but they did not realise that the devil was well and truly in the 
detail.  The petroleum resource rent tax is paid by resource companies to the commonwealth government once 
the companies get access to the mineral or petroleum resource.  Once the project is constructed, tax deductions 
are allowed against that resource rent tax based on the capital works and some of the ongoing costs of those 
projects.  The earthworks for the Pluto project are currently taking place at Karratha, but it will probably be five 
years before that project is completed.  Once the government starts receiving revenue, given that these 
companies have other projects in train and are receiving deductions against their PRRT, when this new project 
comes on board, the capital cost will come off the resource rent tax.  It is feasible to argue that, even in the case 
of Pluto, it will be at least 10 years before the commonwealth receives any revenue from that project.  With 
Gorgon, while a lot of the preparatory work has been done, the earthworks are just beginning now.  That is a 
massive project.  Like Pluto, 2 500 skilled workers will be required to construct the facility.  A lot of the 
engineering infrastructure will be built overseas in module form and then delivered to Barrow Island.  That 
project may well not be finished for at least 10 years.  Again, the revenue from the PRRT for the commonwealth 
would not come through until beyond 2020. 
It was disingenuous in the extreme for the federal Labor Party at that time to make this commitment when it 
really is on the never-never.  It is a bit like the song In the Year 2525.  I think it will be about 2025 before any of 
this revenue comes forward.  However, it was a good concept.  The claim made by Kevin Rudd at the time, and 
aided and abetted by the state government, was that these funds could be made available for the east-west road 
link for the Geraldton port, which is fundamentally important for the new iron ore projects in the mid-west; the 
upgrading of the Port Hedland highway, which has been around for a long time; the Bunbury port access road, 
costing $170 million, and the port road itself, which is absolutely vital for the south west; the duplication of the 
Dampier highway, a major transport route for some of the mineral products from the mid-west area; and the 
road, rail and bridge work for the Esperance port access corridor.  Many members who have been to Esperance 
would have seen huge trucks hanging out onto side roads blocked off by the railway line, particularly when 
articulated vehicles must cross the railway line.  The other project promised was the next stage of the Albany 
ring road.  There is talk about having a flyover or interchange, which will block traffic.  Another project was 
access to the proposed Fremantle outer harbour.  I have said quite plainly that this money should come through 
now.  It should come out of some of the huge revenues the commonwealth is receiving from the resource 
industry, so that these projects can be commenced within the next three years.  Those ring road projects in 
particular need to be started, and completed if possible, within the next five years.  They certainly would never 
have been funded under the federal Labor government�s proposed infrastructure fund.  I wanted to put that on the 
record, because the opposition is very supportive of fighting for what is good for Western Australia, as I am sure 
the government is also.  We are prepared to join forces with the government to convince Mr Rudd that the wealth 
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his government and the previous federal government have enjoyed can be shared with the state government.  The 
federal government may choose to offset some of that by shortening our prescribed payments, specific purpose 
grants or financial assistance grants.  That again would be deceptive, and we would certainly be holding the 
federal government to account. 
The opposition would support the concept of a commonwealth infrastructure fund.  It is almost identical to the 
concept suggested by the member for Darling Range; that is, 25 per cent of royalties going into infrastructure.  
We certainly would not be in favour of the fund we are suggesting going into recurrent funding.  Recurrent 
expenditure and management of all our frontline services, such as health, education, and law and order, should 
be funded from the consolidated account.  However, in the case of a shortfall or emergency, or a new concept 
coming into being costing hundreds of millions of dollars, a resource heritage fund would be able to be used.  
We believe it is a very good concept.  We certainly believe that the commonwealth government should bring 
forward the $100 million it is talking about, or a proportion of that, as an infrastructure fund in the near future 
rather than waiting until Mr Rudd, the current Premier and the current Treasurer are all well and truly dead and 
buried.  It is very important. 
I will be interested to hear what the Treasurer has to say, and I can almost predict what his arguments will be.  
However, this concept has been tried and proven in other countries.  It is so successful that there are many 
variations on what can be done with such a fund.  We urge the government to consider what we believe is a very 
good concept.  Again I congratulate the member for Darling Range, who took the time to go to Alberta to see 
how the fund worked and then came back and reported to the Liberal Party in Western Australia.  We have 
developed this bill over a period.  We have not done it flippantly; we believe it is a very good idea that the 
government should take up in Western Australia. 
MR F.M. LOGAN (Cockburn - Minister for Energy) [4.38 pm]:  The government acknowledges the 
argument put forward by the member for Darling Range in bringing this bill before the house.  We also 
acknowledge some of the comments made by the member for Cottesloe, that at least a bill such as the one now 
before the house allows the house to engage in broader debate on long-term investment strategies and programs 
for the state.  This is something that, as the member for Cottesloe said, we do not often get to debate in this 
house, because we concentrate on the day-to-day matters on the government�s legislation timetable.  We have 
the opportunity to do that in this place, and on that basis I acknowledge the reasons that the member for Darling 
Range has brought this bill into the house.  That is not to say we agree with it.   
The ACTING SPEAKER (Mrs J. Hughes):  Is the minister the lead speaker for the government on this bill?   
Mr F.M. LOGAN:  Yes, I am.  Unfortunately for the member for Darling Range, the government does not agree 
with this bill and I will outline the reasons for that.  Taking into account that the previous federal government 
established a Future Fund, I can understand the reason that the member for Darling Range brought forward this 
bill.  I acknowledge that other countries and states around the world have introduced other funds for other 
purposes.  It is not unusual and I could probably add to the list that the member for Darling Range highlighted in 
his second reading speech.  We must look more closely at the reasons that those funds have been established and 
give consideration to the aims and objectives.  Unfortunately, in this bill there is not a clear explanation of what 
this fund is for and what it would be spent on.  I refer members to the fourth point of the reasons for this bill in 
the member for Darling Range�s second reading speech.  In elaborating on what the bill might allow the 
government of the day to spend the fund on, he gave some examples.  He said - 

This may include providing infrastructure; providing additional health, education or other community 
facilities; or funding education programs, early childhood development programs or health programs to 
assist in the prevention of disease or with the ageing population.  

Therefore, it is a fund for any purpose that the government of the day chooses.  Members would then have to 
scratch their heads and ask why we have a consolidated revenue stream and a normal disciplined budgetary 
process to deal with the specific issues the member for Darling Range highlighted that this other stream of cash 
could be spent on.  That goes to the weakness of the bill.  It does not clearly indicate what the proposed fund 
should be spent on and how a disciplined budgetary process could be applied to the fund to ensure that it is not 
misspent by the government of the day.  That differentiates this fund from the other funds which the member 
referred to in his second reading speech and which apply in other countries around the world.  Effectively, the 
way in which the fund outlined in the bill is structured has all the hallmarks of kitchen economics.  It is a 
narrow-minded approach; that is, we are making money, so let us save it for a rainy day.   
Mr C.J. Barnett:  That is not a bad idea.   
Mr F.M. LOGAN:  The member for Cottesloe, a former economics lecturer, said, �That is not a bad idea�.  I am 
sure he can see the hallmarks of kitchen economics in this bill.   
Several members interjected. 
Mr F.M. LOGAN:  It clearly is.  The attitude is pre-financial deregulation.  It is so basic - let us put the money 
away in a fund and one day we will spend it on something.  Some households are run like that, but most of them 
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have moved on since financial deregulation.  What people do these days, which the member for Cottesloe should 
know as an economist, is use credit.  We have moved into a new generation of people who use their mortgage 
and a credit stream.  They do not save for a rainy day; they manage a dynamic money market, even in the home.  
Business and government manage a dynamic economic money market by using credit as a stream to balance 
income and expenditure.  Members in this house do exactly what I am saying.  It is what the modern economy 
relies upon.  The approach in this bill is more akin to the 1950s and 1960s as a way to deal with a dynamic 
modern economy.  If we squirrel money away for a rainy day, the question is: when does the rainy day occur, 
and when it does occur, what will the money be spent on?  That is not clearly expressed in the bill.   
Mr T.R. Sprigg:  Even you could work out when it rains.  Even the Treasurer can do that.   
Mr F.M. LOGAN:  The member for Murdoch does not get the analogy, because he is a bit thick.  When I refer 
to saving for a rainy day, I am not talking about a real rainy day.  It might have missed the member for Murdoch 
that it is a phrase.   
Several members interjected. 
Mr F.M. LOGAN:  I am sorry that I have to explain these things to the member, but he does interject and I have 
to explain it to him slowly and carefully. 
Mr T.R. Sprigg:  I think that even you will know when it rains.   
Mr R.F. Johnson:  I think I know what you mean by a rainy day. 
The ACTING SPEAKER:  Order, members!   
Mr F.M. LOGAN:  If members take such a simple approach to finance in government and a modern economy, 
some very simple questions have to be asked.  For example, when is the rainy day that the money can be spent, 
and what would the money be spent on?  I am dealing with the specifics of the bill and those questions are not 
answered in the bill or in the member�s second reading speech.  If we take a significant amount of money from 
consolidated revenue to invest in the establishment of a fund that has the hallmark of a superannuation fund, we 
will be taking a large chunk of money from existing resources in consolidated revenue that may already be 
allocated to other projects.  Those projects would go by the wayside because the money allocated to them would 
be put into a so-called superannuation fund - a heritage fund.  What projects would be cancelled?  Why should 
we approach a modern economy and government in that way when we do not have to?  
The member for Cottesloe highlighted the income stream.  This bill is being driven by the concept of the level of 
income that is coming into Western Australia and Australia generally, because of the resources explosion that 
has occurred around the world.  Western Australia finds itself in this fantastic position because of the lucky 
country that Australia is with its significant resources.  The member for Cottesloe referred to China as being the 
driving force behind it, which is true, and this is a once-in-a-decade experience.  It is a bit more than that.   
Mr C.J. Barnett:  I think I said since the 1960s, which by my reckoning is four decades ago.   
Mr F.M. LOGAN:  The member is short-changing himself.  We are observing an industrial revolution in China 
and that has occurred only once in 200 years.   
Mr C.J. Barnett:  The growth in China has not had the impact yet that the Japan reconstruction had.  It has not 
matched it.   
Mr F.M. LOGAN:  We are seeing a modern industrial revolution in China that will continue for some time, and 
that is highlighted by major suppliers of our resources to China, economists and business commentators.   
Mr J.H.D. Day interjected. 
Mr F.M. LOGAN:  I accept that.  However, the Japanese economy is still coming out of the stalled position it 
has endured for many years, and currently it is not growing at anywhere near China�s pace.  However, Japan�s 
demand is constant and it is still our number two customer for resources.  China�s demand is so great because it 
is being driven not only by resources used in manufacturing to be exported to countries such as the United 
States, but also by China�s internal demand because of the expansion of its budget on roads and general 
infrastructure.  That will continue to fuel the demand for iron ore and nickel and those key resources that go to 
develop the steel industry and meet the demand for steel in China.  Current resource prices do not occur once in 
a decade, so Western Australia�s resource prices are extremely unusual.  When the gold rush occurred in the 
1890s, the high demand for gold was driven by the lack of gold internationally. 

Mr C.J. Barnett:  No, it was driven by the discovery of gold.   
Mr F.M. LOGAN:  That is what I said. 
Mr C.J. Barnett:  No, you said demand.  It was not the demand; it was the discovery that created the 1890s 
boom. 
Mr F.M. LOGAN:  It was also the lack of global availability of gold that drove the price.  The discovery helped.  
The nickel boom occurred in the 1960s and the iron ore provinces in the Pilbara expanded.  During the 1970s, oil 
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prices were extremely high.  Western Australia, however, has never been in a situation, as it is in this resources 
boom, in which all resources have high prices.  It is not merely oil and gas that are at record prices; gold is back 
up there at near record prices, as are nickel, lead and iron ore.  Virtually all the minerals produced in Western 
Australia are at one point in time in high demand and commanding high prices.  That has never occurred in 
Western Australia before.  How long will it last?  We are not too sure.  As we have discussed, it will be driven 
by demand because Western Australia is a price taker on all these products.  It may last for two years, five years 
or longer.  The income stream that we are earning from royalties is only part of the overall income stream of 
Western Australia, which the Treasurer will speak about at length.  It goes to form a surplus and the budget that 
has been committed.  It is not a question of being able to cut into that surplus and deny existing projects that are 
committed to the light of day, so that a fund can be established for a rainy day.  If the rainy day involves 
additional health, educational and community facilities and a whole series of other projects to which I have 
referred, we cannot wait for a rainy day to have them constructed.   
Mr J.H.D. Day:  They were merely examples and not meant to be an exhaustive list. 
Mr F.M. LOGAN:  I know they were examples.  I accept that.  However, the reality is that we cannot wait for 
that rainy day.  We are taking the surpluses that we are achieving, partially from the resource sector, but also 
from other income streams that make up the budget, and they are being spent.   
Mr C.J. Barnett:  On what? 
Mr F.M. LOGAN:  Capital works worth $21 billion have been committed to in Western Australia.   
Mr C.J. Barnett:  Classrooms and police stations are not infrastructure. 
Mr F.M. LOGAN:  It is $21 billion of capital works.  For the benefit of the member for Cottesloe, let us start 
with my portfolio in which $6.3 billion is being spent on transmission lines and the distribution network.  Why 
are we spending that amount of money?  It is because the network was run down by the member for Cottesloe 
when he was Minister for Energy. 
Mr M.W. Trenorden:  How many thousands were without power last week? 
Mr F.M. LOGAN:  The member for Avon can thank the member for Cottesloe.  The distribution system is in 
the state it is in because the member for Cottesloe and the member for Avon never spent any money on it when 
they were part of government.  The member for Avon should not come in here and grizzle.  We are spending 
$6.3 billion alone on network infrastructure.  I have already spoken on this at length in this house.  If members 
opposite do not listen, that is a matter for them.  We have spent $1.6 billion on a railway, which is fully paid for. 
Mr C.J. Barnett:  Tell me what you have done to make a difference to the long-term economic development of 
this state. 
Mr F.M. LOGAN:  We have committed to building two brand-new teaching hospitals and general hospitals and 
have committed to a complete overhaul of the health system to the tune of between $4 billion and $5 billion.  
The new Fiona Stanley Hospital, to the tune of over $1 billion, has already been paid for.  It is not a question of 
taking some of the money we are earning from the resource sector and squirreling it away for a rainy day, 
because one day post July 2012 when that money could be spent, according to the bill, it might be spent on 
hospitals or infrastructure.  Does the opposition intend to say at the next election that people will have to wait 
until post 2012 before any money can be spent on infrastructure, because first of all the cash must be built up in a 
heritage fund before a school, hospital or any community services can be delivered?  I am referring to the issues 
set out in the member for Darling Range�s second reading speech.  Is that what the opposition intends to take to 
the next election?  Will it say that it would love to build a hospital but, unfortunately, it does not have enough 
money in the heritage fund?   
Mr J.H.D. Day:  You are not doing it justice. 

Mr F.M. LOGAN:  I am taking the second reading speech of the member for Darling Range and the way he has 
structured this bill and I am giving some examples.  He might not like it but that is what I am doing.  This bill 
has all the hallmarks of kitchen economics.  It advocates putting away pin money for a rainy day because the 
opposition might be able to spend it on something it likes, instead of looking at a dynamic economy and 
consolidated revenue. 

Mr C.J. Barnett:  The credit card mentality, which is what you advocated a moment ago. 

Mr F.M. LOGAN:  The member for Cottesloe should know that we do not have to worry about credit, because, 
unlike his government, we have had six budget surpluses in a row.  His government did not achieve that.  The 
member for Cottesloe fell in a hole because he did not know what he was doing financially and he certainly did 
not know what he was doing with energy.  I know that because I am rebuilding the system that he ran into the 
ground.  We do not have to worry about getting a line of credit.  I was illustrating how modern economies work, 
how businesses work and how homes work nowadays.  This bill would take us back to the 1960s and 1970s.  It 
is an example of how the opposition�s side of politics has not moved on.  I think it is an example of how the 
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thinking of members opposite is still stuck in the 1980s and 1990s.  Through the work of our magnificent 
Treasurer, the government has committed itself to spending $21 billion on infrastructure.  That means that it is 
delivering services to people when they need it; that is, right now.  We needed to rebuild health infrastructure 
because it was run into the ground by the previous government.  That is happening.  We are spending 
$6.3 billion on the electricity network.  Why?  It was run into the ground by the previous government.  We are 
building more schools and more police stations.  Why?  They are needed.  We are building more infrastructure 
across the whole state because it is growing rapidly and the demand for those services is now, not later when 
there is enough money in a heritage fund when the rainy days come.  Those services are needed now.  
Mr J.H.D. Day interjected.  
Mr F.M. LOGAN:  I am referring to those exact same services that the member for Darling Range himself 
referred to as justification for this bill.  That is why I say that, although I understand the member for Darling 
Range�s intentions, this bill, unfortunately for him, will not be supported, because it is unworkable; it is not clear 
and it is naive.  The second point in the member�s second reading speech referred to earning income from a 
proportion of the royalty stream.  Unfortunately, the bill does not specify exactly what the proportion is; it leaves 
it open, and I find that to be unusual for a bill of this nature.  
Mr J.H.D. Day:  It would give government a large amount of flexibility. 
Mr F.M. LOGAN:  I am not sure whether it would give government flexibility at all.  I will deal with that later.  
I do not think the way the bill is structured would give government flexibility at all.  I point out the reasons for 
that: the provisions are not clear; they do not state what proportion of the royalty stream would go to the fund�s 
earning capacity.  The member for Darling Range has nominated the commonwealth agreement on the North 
West Shelf as part of the earning stream for the fund.  Again, he does not specify how much and whether it is all 
of it or some of it or for what length of time it would occur.  The bill also contains a provision - it is a bit weird - 
for �any other sources�, effectively, of income as determined, which could be anything.  The government of the 
day could identify any form of income stream and say, �Oh, well, we�re not spending that; it�ll go into the 
heritage fund.�  I find that to be a very unusual provision to include in a bill that seeks to do all the member 
claims in his second reading speech it will do.  It is not specific.  
Mr J.H.D. Day:  It is an enabling bill, not a mandating bill.  
Mr F.M. LOGAN:  He says that.  The third point in the member�s second reading speech refers to the board 
being a government structure very similar to the Future Fund board of the Howard regime, which is basically 
made up of people outside government who determine what should happen to government money.  
Mr J.H.D. Day interjected. 
Mr F.M. LOGAN:  That is what the bill says effectively and that is how the Future Fund works.  It comprises 
mainly people who were appointed because the Howard government of the day liked those types of people on 
the board of the Future Fund.  People who are mainly from outside government are effectively determining 
where government puts its money.  I find that unusual.  It is not a superannuation fund.  Members might refer to 
it as a superannuation fund similar to the Government Employees Superannuation Board fund, which is at arm�s 
length from government and operates under all the fiduciary controls under the commonwealth Superannuation 
Guarantee Charge Act 1992.  That is not what this is. 
Several members interjected.  
Mr F.M. LOGAN:  This is a fund in which government income from, in this case, royalties and �any other 
source as determined� will be invested by people who do not have any responsibility to government or to the 
Parliament.  They will have no responsibility to the minister who would make the decisions about where that 
money would be invested.  I find it weak, slack and naive that this level of thought has been put into this bill.  
Where will those investments be made?  They will be made in accordance with the loose way in which the bill 
has been drafted.  It is broad and esoteric.   
The fourth point the member for Darling Range makes in his second reading speech refers to long-term financial 
returns such as a superannuation fund.  It could be in shares, real estate or interest-bearing deposits.  The bill 
contains no specific legislative direction to the board; nor does it contain any clear fiduciary controls for the 
board to operate under.  The message is, �We�ll set up this fund; we�ll invest; blokes will be appointed and, 
hopefully, we�ll get a return, and not long after we get the return - the fund will be set up in 2008 - we�ll start 
spending it because it�ll be available to be spent after 2012.�  That does not give the government a great deal of 
time to build up a significant surplus in the fund, unless, of course, a significant amount is put into the fund in 
the years between 2008 and 2012.  If we are putting that amount of money in, something else in government will 
go.  Other projects will not be funded because that money will not go into consolidated revenue and through the 
usual budgetary processes to be bid for by ministers and spent in accordance with the government of the day�s 
policy.  I find this bill naive in the extreme.  The fact that it does not contain any of the necessary fiduciary 
controls, is a hallmark of the way in which the previous government used to work; that is, in a financially very 
slack way.  I point out to members that the fourth point in the member�s second reading speech refers to the net 
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income, which is provided for in clause 18 of the bill.  It says �net income�.  I assume by that that the member 
for Darling Range means the interest accrued by the fund; that is, the surpluses being created by the fund.  
However, the way in which it is worded could be interpreted as being the overall income transferred into the 
fund because it says �income�; it does not talk about the interest accrued or the surplus.  Once established it will 
have an income, which will come from the royalty stream and from the commonwealth royalties paid by the 
North West Shelf project.  It will also have income from normal investments and, of course, any other income 
stream that has been highlighted to be paid into it, all of which could be classified as income.  I find that to be a 
fundamental flaw in the bill.  Members who have spoken during this debate have referred to a number of 
examples, including the Alberta fund, which was also referred to in the second reading speech.  I am not too sure 
how that fund works and what the money in that fund is spent on.  It is not unusual for future funds to be set up 
by governments around the world.  For example, there is a substantial amount of money in Alaska�s fund.  That 
is not surprising given the nature of the relationship between the American state and federal governments, which 
is significantly different from the relationship between the Australian state and federal governments.  It is not 
unusual for American states to do that type of thing; states in the US are a different beast with a different level of 
income stream.   
Mr J.H.D. Day:  That doesn�t mean that every other state in the United States does that.  The common factor is 
that all the economies we�re talking about - including those of Western Australia, Alaska, Alberta and Norway - 
are substantially based on finite non-renewable resources.   
Mr F.M. LOGAN:  We are talking about the establishment of a fund in which a royalty stream will be spent on 
infrastructure.  We are already spending money on infrastructure.  We are doing exactly what is being suggested 
in the bill except that we are not doing it through a heritage fund; rather, we are doing it through consolidated 
revenue.  In the examples provided in the second reading speech, the money that is being spent comes from a 
royalty stream.  We are not taking money from a heritage fund and waiting until 2012 before we spend it.  It is 
not unusual for these types of funds to be set up.  A Future Fund was established by the commonwealth.  As the 
member for Darling Range has stated, Norway established a huge fund, but that is a pension fund.  Singapore 
also has a fund.  
Mr C.J. Barnett:  And China.  Are they behind the times too?   
Mr F.M. LOGAN:  Those funds have been established for specific reasons and they are dedicated to specific 
objectives, whether it be for pension or infrastructure purposes.  The problem with this bill, member for 
Cottesloe, is that it does not have specific objectives.  Why was the commonwealth�s Future Fund established?  
It was established because of the proceeds from the sale of Telstra, which funded a significant proportion of the 
commonwealth�s fund.  It was also established because the federal government reached the point at which it had 
paid its own debt and it had massive surpluses that it did not know what to do with.  It could have done many 
things with that money.  The former shadow Minister for Communications and Information Technology, Senator 
Conroy, is being criticised by the opposition for stating that the Labor government may raid the Future Fund to 
carry out its telecommunications program.  Why?  It comes back the point that I have made all the way through 
this debate: certain infrastructure is needed now - not in 2012.  The reason that we in Western Australia are 
spending $21 billion on capital works is that infrastructure is needed over the next four years.  We are not telling 
the general public of Western Australia that we will deliver that infrastructure in 2012, because it is needed now.  
That is the reason that Senator Conroy stated that if the Labor Party won the federal election, it would look 
carefully at the Future Fund to pay for fibre-optic infrastructure - now - across the whole country for the future.   
Let us look at the things that are happening in WA.  The railways to Fremantle and Midland are nearly 100 years 
old.  Pieces of infrastructure such as those are used over a long period, unless Premiers close them - I refer to 
Premier Charles Court, who closed the Fremantle line.  Those types of infrastructure investments last for a long 
period.  The Mandurah railway will exist for 100 years, maybe more.  The bill refers to investing in the future 
and to the concept of taking the surplus and benefit from the wealth that is being created through the resources 
boom and investing it and spending it in the future because people will need certain infrastructure in the future.  
That is what the government is doing.  
Mr C.J. Barnett:  I remind you that this is private members� time.  You�re a minister.  
Mr F.M. LOGAN:  I remind the member for Cottesloe that I am on my feet.  When I have finished my 
contribution, other members can speak.   
Mr C.J. Barnett:  It is private members� time and you�re a minister.  You�ve had a good go. 
The ACTING SPEAKER (Mr P.B. Watson):  Order, member for Cottesloe!   
Mr F.M. LOGAN:  I will be glad when the member for Cottesloe is gone.  He is so pompous - it is 
unbelievable.   
Mr C.J. Barnett:  It is private members� time.  
Mr F.M. LOGAN:  If the member for Cottesloe wants to be the Acting Speaker, he should sit in the chair.  I do 
not need the member for Cottesloe�s advice.  The government is investing in the future.  The government is 
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investing in infrastructure that will last more than 100 years - that has been proved already.  I refer to the 
Northam and Midland lines, which were built more than 100 years ago.  We are not squirreling away that money 
in a heritage fund for a rainy day as an investment for the future.  We are not taking the commonwealth approach 
and putting that money aside as an investment in our future.  The Rudd Labor government will invest in our 
future by investing in infrastructure that will exist into the future.  That fact makes this bill absolutely redundant.  
It is a pity that the former Howard government did not use the commonwealth Future Fund to build critical 
infrastructure.  Given that the former federal government had a $17 billion surplus, it should not have given tax 
cuts to everyone in Australia; rather, it should have made tax cuts in the specific areas in which we can grow the 
economy into the future, such as free trade tax zones of the sort that exist in Asia and Ireland.  

Mr M.W. Trenorden interjected. 

Mr F.M. LOGAN:  They did not in Ireland.  Ireland has the fastest growing economy in Europe because it has 
had a tax-led economic revolution in which free trade tax zones have been established to allow companies to 
have five-year, tax-free holidays as long as they achieve a number of requirements.  That measure has turned a 
backward agricultural economy into the fastest growing economy in Europe.  It is a pity that the Howard 
government did not use its $17 billion surplus in a more innovative and appropriate way.  It took a similar 
approach to the one that is outlined in the bill.  

The ACTING SPEAKER:  Order!  Is the member for Darling Range using a mobile phone?  

Mr J.H.D. Day:  I was trying to get a message.  

The ACTING SPEAKER:  Please refrain from using a mobile phone in the chamber.  

Mr F.M. LOGAN:  The unfortunate approach taken by the Howard government is similar to the one proposed 
in the bill.  The bill was constructed naively.  It is written in an unusual manner and is full of inconsistencies and 
holes.  It does not explain clearly what it is attempting to achieve with a heritage fund.  It provides no fiduciary 
control to ensure that the government�s money is carefully managed.  As I said, it has all the hallmarks of naive 
kitchen economics from the conservatives of the 1980s and 1990s.  I reject the bill. 

As to Adjournment 

MR M.W. TRENORDEN (Avon) [5.19 pm]:  I move -  

That the debate be adjourned.   

This has just been a waste of time.  Private members� time has been abused. 

Question put and a division taken with the following result - 

Ayes (17) 

Mr C.J. Barnett Mr M.J. Cowper Mr R.F. Johnson Ms S.E. Walker 
Mr M.J. Birney Mr J.H.D. Day Mr J.E. McGrath Mr T.R. Sprigg (Teller) 
Mr T.R. Buswell Dr K.D. Hames Mr P.D. Omodei  
Mr G.M. Castrilli Ms K. Hodson-Thomas Mr A.J. Simpson  
Dr E. Constable Dr G.G. Jacobs Mr M.W. Trenorden  

 

Noes (26) 

Mr A.J. Carpenter Mr F.M. Logan Mr M.P. Murray Mr T.G. Stephens 
Dr J.M. Edwards Ms A.J.G. MacTiernan Mr A.P. O�Gorman Mr D.A. Templeman 
Mrs D.J. Guise Mr J.A. McGinty Mr P. Papalia Mr M.P. Whitely 
Mrs J. Hughes Mr M. McGowan Mr J.R. Quigley Mr B.S. Wyatt 
Mr J.N. Hyde Ms S.M. McHale Ms J.A. Radisich Mr S.R. Hill (Teller) 
Mr J.C. Kobelke Mr A.D. McRae Mr E.S. Ripper  
Mr R.C. Kucera Mrs C.A. Martin Mrs M.H. Roberts  

 

            

Pairs 

 Dr S.C. Thomas Mr P.W. Andrews 
 Mr D.F. Barron-Sullivan Ms M.M. Quirk 

Independent Pairs 

Mr J.B. D�Orazio 
Dr J.M. Woollard 

Question thus negatived.   
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Second Reading Resumed 

MR M.W. TRENORDEN (Avon) [5.23 pm]:  I will not speak for very long.  What I just did was done in all 
seriousness.  I have never heard such a long response like that in all my life.  In fact, it was a long response that 
had nothing in it.  The word �no� has only two letters in it, minister.  The minister�s speech could have been a lot 
less than 40 minutes to say no. 

To say that there is no explanation in the bill is just nonsense.  Alberta recognised the fact that it wasted an 
opportunity.  When I was the Chairman of the Public Accounts Committee I spent a lot of time interfacing with 
the Auditor General in Canada and with several members of their federal public accounts grouping.  I also spoke 
to their Premier at the time of my visits about their future bill because it interested me.  The Canadians had a 
future bill in 1976 for exactly the reasons we should have one now.  They had a massive boom in oil and gas but 
blew the opportunity.  When the boom passed and they looked back at the massive revenue, they found that they 
had not put any infrastructure into their province.  That is why their future fund was put in place. 

I cannot say that what we are going through now is Western Australia�s greatest boom because it is hard to 
equate now with the gold rush 100 years ago.  Nevertheless, there is a significant boom in this state but no 
infrastructure is being built. 

The ACTING SPEAKER (Mr P.B. Watson):  Order, members!  There are about eight or nine different 
conversations going on in the chamber and most members are not even in their proper seats.  I ask members to 
take their conversations outside so that we can hear the member for Avon. 

Mr M.W. TRENORDEN:  We hear that the Mandurah railway line is a major piece of infrastructure.  It is 
infrastructure; it is social infrastructure.  It will run at a loss of $120 million a year - that is what the Mandurah 
railway line will chalk up every year.  Not only that, but also it was $800 million over budget.  The other piece 
of infrastructure we hear a lot about is the desalination unit.  That was $34 million over budget when it was built.  
This is a ridiculous debate.  I ask members opposite to name one piece of infrastructure that Western Australians 
can guarantee income from in the future.  They cannot name one.   

Mr E.S. Ripper:  The Geraldton port. 

Mr M.W. TRENORDEN:  The government is saying that is now no good and that it is going to build Oakajee.  
Two years after the money was put in, the government is saying that it is no good.  That is what members 
opposite as a government are saying; they are going to build Oakajee.  In the Treasurer�s own argument, it was a 
waste of time and money.  Pick another one! 

Mr F.M. Logan:  Electricity in regional areas.  You did nothing; you watched it collapse beneath you when you 
were a minister. 

Mr M.W. TRENORDEN:  I did nothing?  I do not remember being a minister, but I must have enjoyed it 
because it sort of flashed past very quickly! 

Mr F.M. Logan:  Just as well because you would have been a terrible minister! 

Mr M.W. TRENORDEN:  The minister is probably right. 

Mr E.S. Ripper:  You upset someone.  I do not know who you upset, member for Avon, but you must have 
upset someone. 
Mr M.W. TRENORDEN:  Hendy Cowan.  Hendy and I had great problems. 
Mr R.C. Kucera:  What about the railway lines you privatised in regional areas?  That was an absolute disaster. 

Mr M.W. TRENORDEN:  The member�s side is going to shut down seven lines.  Right now, member for 
Yokine, the government is in the process of shutting down seven railway lines.  The state government is going to 
shut down more kilometres of railway line than any other state government. 
Mr R.C. Kucera:  Not true. 
Mr M.W. TRENORDEN:  It is true. 
Mr T.G. Stephens:  You shut down the railway line to Meekatharra. 

Mr M.W. TRENORDEN:  The government has seven to shut down. 
Mr T.G. Stephens:  You said that we have shut down more kilometres but you shut down the railway line to 
Meekatharra. 
Mr M.W. TRENORDEN:  When the government shuts down the seven lines, that will be more distance than 
the line to Meekatharra.  Let us get back to the future fund.  We need a future fund from which people in the 
future can benefit.  My daughter keeps on saying to me - very genuinely because I am a politician - �Dad, when 
is my opportunity going to come to buy a house?  When am I going to get the opportunities you got?�  Those are 
fair questions.  Member for Victoria Park, what is the life expectancy of an Aboriginal; is it 41 or 47 years? 
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Mr B.S. Wyatt:  I think it is around 42. 

Mr M.W. TRENORDEN:  That is something we could be investing in. 

Mr P. Papalia:  Education. 

Mr M.W. TRENORDEN:  Education is very important.  We have always built schools.  That is social 
infrastructure and it is important, but it is not a key economic driver.  The minister said that all the funds had 
been set up in the 1950s and 1960s.  Norway set up its fund in 1990, which was 17 years ago.  Norway did it for 
all the reasons we have spoken about.  I will not speak for long because I just want to recognise - 

The ACTING SPEAKER:  Order, members!  I know that everybody is feeling happy because it is getting near 
the end of the term, but they should keep their conversations to themselves, thank you.   

Mr M.W. TRENORDEN:  This fund would not be for a rainy day.  It would be for all Western Australians, so 
that future Western Australians could benefit from what we are benefiting from now.  Most of us in this chamber 
would be hard-pressed to deny that we have done fairly well economically.  By accident, or maybe by good 
design, I own three houses.  In the past five years, my personal wealth has gone up substantially.  Why would I 
want to take that opportunity away from my daughter and from future Western Australians? 

We heard the wonderful economic argument from the minister about people using credit.  I can tell the minister 
that his equation about how people are using credit to build the future will change slightly if interest rates hit 
double figures.  Borrowing for future building with interest rates at double figures is not all that exciting.  If 
members on the other side have not experienced that yet, they should wait until they see it happen.  In earlier 
times, I was paying 16 per cent interest on my home mortgage, and it was not a lot of fun at the time.  That was 
before I was a member of Parliament.  As a young married man with a family, paying 16 per cent interest on my 
domestic mortgage was not a lot of fun. 

I will say a few things quickly and sit down.  The minister pointed out that this is ancient 1960s economics.  
People on the other side usually argue the Keynesian philosophy of economics.  That basically is to build up the 
money in the good times and release the money back into the process in the bad times. 

Mr T.G. Stephens:  We would all be accused of Marxism. 

Mr M.W. TRENORDEN:  If the member wants me to do that, I will write that down at the bottom of my notes.  
Hang on; I will get my pen.  How is �Marxism� spelt? 

Mr A.D. McRae:  G-r-o-u-c-h-o! 

Mr M.W. TRENORDEN:  All right.  I will do that at the end of the process. 

For decades and decades, the Labor Party policy has been just that: store up the money in the good times and 
spend it in the not-so-good times.  Now the government�s own minister is saying that the government has thrown 
that view out the window.  As the Acting Speaker (Mr P.B. Watson) knows darned well about his home town, 
the gold rush brought a lot of infrastructure to Western Australia.  What was the key port for the gold rush?  
Albany was the key port for the gold rush.  People used to go through Albany up to Pingelly, and sometimes as 
far as Northam, to head to the goldfields, because they could not get out of Perth by going over the range.  Of 
course, in those days, Albany was a well-established town, much more established than Perth.  In those days, we 
built ports, we built railway lines and we built the Kalgoorlie pipeline, which took nearly one year�s whole 
budget.  We built roads.  In that period, we actually built Perth.  All those things went in during the last boom 
time.  However, the minister is saying that the government will not do things in this boom time; it will just spend 
the money on social infrastructure such as Fiona Stanley Hospital, the Mandurah railway line and desalination 
plants.  He is saying we should not worry about the important infrastructure that will supply revenue for the 
future; there is no way that the government is going to do any of that.  That is the bottom line. 

I suppose it was probably designed to get up my nose and other people�s noses, but I was a member of this house 
when the Labor Party raided the state employees� superannuation fund; it just decimated that fund.  For many 
years after WA Inc, the superannuation fund consisted of buildings in Perth that the Labor government stuffed 
into the super fund.  There was no decision about prudent management, as the minister said.  It was a 
government decision at the time to take property from the Labor Party�s mates and shove it into the super fund, 
and Western Australian workers had to pay the price for the government�s actions.  The situation is no different 
now.  It seems as though the ALP has not learnt one single economic lesson since the 1990s.  Where is the 
government taking this state?  If we are not prepared to look to the future and to plan for the future - which is 
what the minister said in his response for 40 minutes - we are doomed. 

MR E.S. RIPPER (Belmont - Treasurer) [5.34 pm]:  The advocates of this bill from the opposition have 
focused on one of the tasks confronting the government arising out of this period of enormous economic 
prosperity; that is, the task of making wise investments for the future.  I agree that one of the important roles for 
the state government arising out of this period of strong growth is to try to set the state up for the future; but it is 
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not the only task that we have at the moment.  We also have the task of maintaining and maximising the level of 
economic growth that we are experiencing at the moment.  We have to manage the issues arising out of this 
period of great economic growth.  We have to take action on infrastructure, on skills shortages, on approvals and 
on all the other issues that it is necessary for the state government to address to get the longest period of the 
strongest growth that we can.  We also have to work to share the benefits of this period of economic prosperity. 

We have to recognise - both the government and this house of Parliament - that not everyone is a winner out of 
booming economic conditions.  There are people doing very well.  There are people earning tens of thousands of 
dollars more than they could have ever expected to earn in the past.  People are setting themselves up for life out 
of this period of economic prosperity.  However, others who are for one reason or another on fixed incomes or 
on low incomes are seeing only the cost side of the booming economy.  They are seeing increases in the rents 
that they have to pay and increases in the costs of all sorts of things that they need to consume in their daily 
lives, without necessarily seeing anything on the income side from booming economic conditions.  Making wise 
investments for the future is part of our role, but it is only one of the three major tasks that I see for the 
government in the economic sphere arising out of our booming economic circumstances. 

I have to say that I find some intuitive attraction in the idea of setting aside money for the future.  I think there is 
probably a bit of support for the concept of not spending all the money now, but making sure that some is set 
aside for the benefit of the state in the future and for subsequent generations.  I would be more attracted to the 
bill before us if a number of conditions were met.  First, there is the question of whether the state can actually 
capture the fiscal returns from its economic prosperity; secondly, there is the question of whether the state still 
has debt; thirdly, there is the question of whether the state still has infrastructure deficiencies; and, fourthly, there 
is the question of what other liabilities the state might have. 

Let me deal with those four issues in turn.  I will firstly take the question of capture.  The commonwealth 
government captures the lion�s share of the proceeds for governments of our economic prosperity.  The 
commonwealth collects 80 per cent of the taxation revenue collected in this country.  The states collect 20 per 
cent.  The commonwealth has access to robust, growing and broad revenue bases such as company tax and 
income tax.  The states have narrow taxes such as payroll tax, land tax and conveyance duty.  If the 
commonwealth collects 80 per cent of all the tax revenue collected in this country, the commonwealth collects 
80 per cent of the extra revenue generated by economic prosperity in the state.  We have access to royalties, but I 
must tell the house that a lot of the royalties are now coming from gas located in offshore waters, so not only 
does the commonwealth have access to income tax and company tax, but also it has access to a royalty stream 
from a lot of the developments that we are promoting.  That is point number one - Western Australia, like other 
states, captures about 20 per cent of the fiscal returns going to governments. 

The next point is the more important one.  Even the returns that we capture are redistributed to other states by 
reductions in our share of commonwealth grants.  This is a point we need to make over and over again.  The 
proceeds of Western Australia�s booming economy are redistributed nationally.  They are not available for 
Western Australia to quarantine for its future.  Ninety per cent of our royalty revenue is redistributed to other 
states.  We end up, ultimately, with only our population share of Western Australian royalties.  The funds are not 
there to put into a future fund.  If they were there to put into a future fund, the argument might have a different 
complexion, but they are not there.  This works both ways.  Very significant royalties for the South Australian 
government will flow from the Olympic Dam project.  Some of that, in effect, will flow back to Western 
Australia because we will receive a slight increase in our share of commonwealth grants compared with what we 
otherwise would have had, because South Australia�s share will be reduced below what it would have otherwise 
had as a result of the royalties it gets from the Olympic Dam project.  It was interesting having discussions with 
my South Australian counterpart, because at last he is starting to understand some of the arguments that I put in 
Treasurers� conferences; at last he is starting to see that he will not be able to get his hands on all the royalties 
arising from that major project in South Australia. 

The fact that we lose 90 per cent of the royalties is not immediately apparent to Western Australians, because 
there is a lag before the full effect comes into operation.  It takes about two years for the data to be collected and 
incorporated into the Commonwealth Grants Commission formula.  Then the data is applied to a formula on a 
five-year rolling average basis.  In essence, if Western Australia has a surge in royalties as a result of a very good 
year of economic growth ahead of what is happening in other states, it takes a full seven years before the 
ultimate final reduction in our share of commonwealth grants arising from that first year of above-average 
economic activity.  Of course, if all the states grow at the same rate and all enjoy the same increase in royalties, 
we do not suffer a reduction in commonwealth share.  However we do suffer a reduction when Western Australia 
receives more royalties, or in other ways grows faster than other states.  We are still in that period in which we 
are not feeling the full punishment of Grants Commission-imposed reductions in our share of commonwealth 
grants.  We have not seen it yet.  We have had strong economic growth since 2001, but given that seven-year lag, 
we are just reaching the stage at which we will see very significant reductions every year in our commonwealth 
grants as we start to pay for the growth we experienced between 2002 and 2004.  When someone says to me that 
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I must be very pleased with the announcement of a new project, I say that, yes, that is good news, but it is also 
good news for the Premiers of Tasmania, Queensland and South Australia.  All those other states benefit.  

The clearest example I can give to members is the Gorgon project.  This analysis is a little dated.  I would like to 
see it updated to take account of current prices for liquefied natural gas and current costs for the construction of 
the project.  Three or four years ago an analysis was done of the revenue flows from the Gorgon project.  On that 
analysis the commonwealth government will collect $17 billion over a 30-year period from the Gorgon project.  
That is a revenue flow of $11 billion in net present value terms. Other states will collectively benefit by 
$3 billion in net present value terms, and Western Australia will benefit by 10 per cent of the overall benefit to 
the states.  Western Australia will benefit by $300 million in net present value terms.  There was $11  billion for 
the commonwealth, $3 billion to the other states and less than a third of a billion for Western Australia from the 
Gorgon project.  That is a very stark example of the two fiscal mechanisms I have been talking about - the lion�s 
share of the revenue going to the commonwealth in the first place and the redistribution by the Grants 
Commission in the second place. 

Mr J.H.D. Day:  Are any state royalties involved in that? 

Mr E.S. RIPPER:  No, no state royalties are involved, which is why the comparison is starker than it would be 
for an onshore project.  The figures are quite disturbing.  We receive 10 per cent of the goods and services tax at 
the moment.  We receive slightly above our population share of the GST at the moment, because we get slightly 
more compensation for our expenditure responsibilities across a third of the continent than we receive reductions 
in our share because of our increased revenue-raising capacity.  The effect of reducing our share because of 
increased revenue-raising capacity will overtake the expenditure compensation.  If states like New South Wales 
and Victoria succeed in arguing that there should not be so much compensation for expenditure responsibilities, 
the mechanism and the situation will get even worse for us.  By 2010-11, on the current analysis, we will receive 
7.5 per cent of the GST.  If things go as they are for eight years - if we have an eight-year period during which 
Western Australia�s growth rate is as far ahead of those of the other states as it is at the moment - we will be 
down to 5.9 per cent of the GST at the end of that eight-year period.  That would take more than $12 billion out 
of the state�s finances, and $12 billion would make a very healthy future fund.  If we could capture the full 
returns, and not lose that $12 billion, there would be a stronger argument for the bill introduced by the member 
for Darling Range.  

The second issue I wanted to canvass - I see I only have eight minutes, so I had better get a move on - is the 
question of debt.  There is no logic in having a future fund while we still have state debt.  The first thing to do 
with surplus resources is pay off the debt.  The government has reduced the state debt to about $3 billion, which 
is lower than when we were elected.  It is the lowest state debt on record.  I make the qualification that the 
statistical series only goes back so far, so I would not like to say that this is lower than the state debt was in, say, 
1920, but on the basis of the current series of statistics, it is the lowest state debt on record.  

Mr J.H.D. Day:  The only debt is in the trading enterprises; there is no general government sector debt.  

Mr E.S. RIPPER:  There is no general government sector debt, which is a good thing, so we do not have debt 
on the non-income-producing areas of government, except that one of the trading enterprises with debt is the 
Public Transport Authority, which is 80 per cent subsidised by the consolidated fund.  It must be borne in mind 
that the debt in the Public Transport Authority, which I think is $800 million or $900 million, is not serviced by 
commercial revenue.  We still have some debt to pay off, and my objective is that, if surplus funds are available, 
we should pay off or avoid debt first. 

Dr K.D. Hames:  Can I just get back to the issue of Fiona Stanley Hospital?  That was our argument when you 
were putting up this fund for Fiona Stanley Hospital.  That is in effect a future fund for the hospital, while you 
still have debt.  The interest you earn on that money is less than what you would pay on the debt that you have.  
Why wouldn�t you be better off doing exactly as you have just said, and paying off debt first?  

Mr E.S. RIPPER:  We have been paying off debt.  We have paid off all the debt in the consolidated fund.   

Dr K.D. Hames:  You just said you wouldn�t have a future fund while you have debt and now you have 
contradicted yourself. 

Mr E.S. RIPPER:  The government is either retiring debt or avoiding debt by setting aside surplus funds for 
new capital projects.   

Dr K.D. Hames:  You�ve been caught out.   

Mr E.S. RIPPER:  I do not think so.  The member can have it his way.  If he wants to think he has had a little 
victory, he can.  Our strategy is rational.  We pay off the debt, and we have been doing that.  Some debt is 
commercially serviced and when we pay off all suitable parcels of debt we then set aside money for new capital 
projects, which means that we are avoiding debt.   
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I come to the third issue of whether we should set aside money in a future fund.  While we still have 
infrastructure deficiencies, there is an argument to put the money into infrastructure rather than to set it aside in a 
future fund.  One of the responsibilities of government is to provide the infrastructure that is necessary for future 
economic growth.  It would be a problem if we cut back on the infrastructure program because we were setting 
aside money for the future and by not building that infrastructure we compromised the economic outcomes that 
we might be able to achieve in the future.   
The fourth issue I will briefly cover is that we still have superannuation liabilities.  There would be an argument 
for setting aside money to extinguish those superannuation liabilities.  Against that, the superannuation liabilities 
relate to superannuation funds that have been closed to new members and those superannuation liabilities will 
run off to virtually zero over a 20-year period.  In a sense, our pay-as-you-go as the liability emerges mechanism 
for the old defined benefit superannuation fund liabilities will take care of those superannuation liabilities over a 
20-year period.  Conceivably, we could decide to make an investment ahead of the expiry of those two decades 
and pay off those $5 billion plus superannuation liabilities out of the funds that we now have.   
Firstly, we cannot capture the fiscal benefits; secondly, we have not paid off all the debt; thirdly, we have to 
build infrastructure; and, fourthly, there would be an argument to deal with superannuation liabilities before a 
future fund is established.   
I have outlined what the government does with its arguably temporary surplus fiscal position before the effect of 
the Commonwealth Grants Commission fully bites us.  We use the surplus to either reduce debt or avoid 
incurring more debt by setting aside surplus funds for capital works projects.  We reduce or avoid debt and fund 
identified capital works projects through the setting aside of surplus funds.   
One of the problems with establishing a future fund for capital projects that has not been identified is that we 
would create a political and community expectation that here was a slush fund that should be drawn upon; here is 
a mechanism by which the community could extract more infrastructure out of the government.  We would find 
that rather than it being a fund for the future, in the eyes of many interest groups and politicians it might become 
a fund for the next election campaign.  There is a danger that a future fund would become a slush fund rather 
than the sort of investment that the member for Darling Range envisages.  That is exacerbated by his proposal 
that we would be able to start drawing from the future fund as early as 2012-13.  If we do that, it will be in some 
people�s eyes a very big barrel of pork from which they can draw in the run-up to the relevant election.   
This government�s financial strategy does make provision for the future.  In view of all the factors that I have 
outlined I do not see a reason for the government to support the bill that the member has put forward, although I 
acknowledge the intuitive attractiveness of seeking to set aside funds for the future.   
MR B.S. WYATT (Victoria Park) [5.54 pm]:  Mr Acting Speaker, is the house rising at six?   
The ACTING SPEAKER (Mr P.B. Watson):  Yes.   
Mr B.S. WYATT:  In the next six minutes I look forward to going through the details of this bill.   
Mr J.H.D. Day:  You can have longer when we resume.   
Mr B.S. WYATT:  Okay.  I congratulate the member for Darling Range for bringing this bill to the house.  This 
house should be debating issues relating to the distribution of the wealth that we are fortunate to be producing in 
our state.  I know the member for Avon referred to Keynes a little while ago and it would be remiss of me not to 
return the compliment to members on his side of politics.  Certainly, Adam Smith�s Wealth of Nations and 
Hayek�s The Road to Serfdom are good examples of the long-developed arguments of how the wealth could be 
divided and used from the 1700s to today.  A future fund has many merits.  It is something that I have been 
considering for some time.  The issues raised by the Treasurer highlighted some of the particular problems 
unique to Western Australia and Australia and how the federal taxation arrangements make future funds 
particularly difficult in this country compared with places such as Norway and Alberta.   
I will refer briefly to a paper I released in March this year that considered this issue.  I will quote myself from 
this paper as follows -  

Western Australia clearly is one of the most developed and innovative resource based economies in the 
world.  However, we must always continue to consider the success of our economy in light of its 
dependence on, often, temperamental commodity cycles.   

It is clear that, despite efforts since at least the late 1970s to diversify our economic base, Australia, 
and, in particular, Western Australia, remains a resource based economy.  Whilst this brings the current 
benefits when the commodity cycle is high, it often has devastating impacts on other sectors of our 
economy.  With the Australian dollar closely tied to commodity prices, the high price of the dollar when 
commodities are high results in our manufacturing sector being unable to compete internationally . . .  

In considering the question whether beyond the long-term aim of broadening our economic base we become a 
successful resource-based economy, we must also consider the future of a future fund in this state.   
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My paper continues - 

Norway is an example of such an economy through the use of its Pension Fund.  Being the world�s third 
largest oil exporter, the Norwegian government has been keen to preserve the current benefits of its 
natural resources for future generations.  The Pension Fund contains approximately 120 billion Euro . . .   

Of course, that is considerable wealth.  Norway is governed by its ethical guidelines for investing those moneys.   

I took the idea of the merits of a future fund to Curtin University.  I note that the bill before the house delegates 
authority to a board, which is similar to the commonwealth Future Fund, and investment decisions are made by 
the board on behalf of the shareholders of that fund, being the people of Australia, and, in this bill, the people of 
Western Australia.   

It is interesting that Nick Wills-Johnson from Curtin University has considered this issue specifically in respect 
of railways.  I note the comments across the chamber regarding railways.  Certainly, there is some doubt about 
the benefit of delegating such authority to board members or bureaucrats, however described.  The model he 
developed and the research he has done suggest that it is actually not an efficient way to allocate resources.  It is 
something that needs to be considered in light of the federal taxation arrangements, because we do not get the 
benefit of much of the income flow from our resources, which makes the long-term future of a future fund 
somewhat problematic.   

The one qualification I put in my discussion paper on future funds is that investing money in income-producing 
infrastructure now, and as required, is a better alternative for an Australian state government.  The result would 
be long-term income production, which will far greatly outweigh the interest returns that we would otherwise get 
from a future fund.   

Debate interrupted, pursuant to standing orders.  

Sitting suspended from 6.00 to 7.00 pm 

BILLS 
Appropriations 

Messages from the Governor received and read recommending appropriations for the purposes of the following 
bills - 

1. Sentence Administration (Interstate Transfer of Community Based Sentences) Bill 2007. 

2. Children and Community Services Amendment (Reporting Sexual Abuse of Children) Bill 2007. 

FREEDOM OF INFORMATION AMENDMENT BILL 2007 
Second Reading 

Resumed from an earlier stage of the sitting. 

MR R.F. JOHNSON (Hillarys) [7.04 pm]:  Mr Acting Speaker, I love speaking in this chamber; I find it really 
refreshing!  I was enjoying the fresh air outside, speaking to colleagues and some of the staff members.  I have to 
say I find conversations with members of parliamentary staff are fantastic.  They are all characters and they are 
lovely people.  I know that there is some reluctance on the part of the Attorney General and perhaps some other 
members in the chamber for me to stay on my feet.  I know that is the case.  What bill are we dealing with? 

Mr J.A. McGinty:  Just give speech number one! 

Mr R.F. JOHNSON:  No, I have done number one today; I am going to do number three now! 

We are debating the Freedom of Information Amendment Bill.  Before the dinner break I made some very good 
points about this bill.  I supported the comments made by the shadow Attorney General and her concerns about 
this bill.  I made one or two relevant points about the amendments in this bill as a criticism of this government 
and this Attorney General in relation to the state of secrecy.  This is the state of secrecy, because we cannot find 
out all the things that are hidden away. 

Mr J.A. McGinty:  This is speech number two, isn�t it? 

Mr R.F. JOHNSON:  No, this is number five! 

I was speaking to the Leader of the House earlier and I wanted to get some indication about what time the house 
might be rising, because I have to look after my beauty sleep! 

Mr J.A. McGinty:  You need it! 

Mr R.F. JOHNSON:  I do need it; so does the Attorney General!  The Leader of the House said that the 
government wanted to get through the Freedom of Information Amendment Bill.  I said �Okay; what happens 
then - do we go home?�  He said, �Well, I want to get through the FOI bill.  We don�t want to stay later than 


